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OATH OR AFFIRMATION %

. : i
I, Joseph P. lindsley , swear (or affirm) that, to the best of
my knowledge and bellef the accompanying financial statement and supporting schedules pertaining to the firm of
Milestone Investments, Inc. | , a8
of _PDecember 3 1 . ,20_06  , are true and correct I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any propnctary interest in any account
classified solely as that of a customer, except as follows:

| 5
s

AT

j ) . glgnatllre_

none

s'report e contams (check all applicable boxes):
{a) Facing Page. ,
(b} Statement of Financial Condition.
(c} Statement of|Income (Loss).
(d) Statement of|Changes in Financial Condition.
(e} Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors Capital.
(f) Statement of;Changes in Liabilities Subordlnated to Claims of Creditors. ’
(g) Computatlon of Net Capital.
(h) Computatlon for Determination of Reserve Requirements Pursuant to Rule 1503 3.
i} Information Relatmg to the Possession or Control Requirements Under Rule 15¢3-3. .
gy A Rcconc1llat10n including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computatron tor Determination of the Reserve Requirements Under Exhlblth of Rule 15¢3-3,
k) A Reconcmatlon between the audited and unaudited Statements of Financiai Condition with respect to methods of
consolldatlon ]
(1) AnQathor Atﬁrmatlon
{m) A copy of the SIPC Supplemental Report.
(n) Areport descnbmg any material inadequacies found to exist or found to have existed since the date of the previous audit.

=T

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(ej(3).
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James Mason, CPA, PC. .

CERTIFIEDR PURLILC ACCOUNTANTS

224 WESTINGHOUSE BOULEVARD, SUITE 608
CHARLOTTE, NORTH CAROLINA 28273
PHONE (704) 588-4002
Fax (704) 588-7673
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Milestonel Investments, Inc.:

|

We have audlted the accompanying statements of financial condmon of Milestone
lnvestments Inc. as of December 31, 2006 and 20035, that you are filing pursuant to rule
17a-5 under the Securities Exchange Act of 1934, These financial statements are the
resp0n31b1llty of the Company’s management. Qur responsibility is to express an opinion

on these financial statements based on our audits. I

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audits to
obtain reE}sonablc assurance about whether the financial statements are free of material
mlsstatemcm An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
dccountmb principles used and significant estimates made by management as well as
evaluating the overall financial statement presentation. We believe that our audits provide
a reasonable basis for our opinion. ,
t

In our oplinion the financial statements referred to above present fairly, in all material
respects, the financial position of Milestone Investments, Inc. as of December 31, 2006
and 2005 in conformity with accounting principles generally accepted in the United

States ofjAmerica.

Our audits were conducted for the purpose of forming an op1mon on the basic financial
statemenls taken as a whole. The information contained in Schédules I and II is presented
for purp(l)ses of additional analysis and is not a required part of tthe basic financial
statements, but is supplementary information required by rule 17a-5 under the Securities
bxchange Act of 1934. Such information has been subjected to |the auditing procedures
applied i in the audit of the basic financial statements and, in our opinion, is fairly stated in
all material respects in relation to the basic financial statements taken as a whole.

January 16, 2007

WW;WA,R&
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MILESTONE INVESTMENTS, INC.

STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31, 2006 AND 2005

Assets
CURRENT ASSETS:

Cash
Receivables from other broker-dealers

P
Other riecelvable
Total current assets

CAPI'I‘/}LIZED SOFTWARE COSTS, net of
accumulated amortization of $5,556 and § 2,222 in

2006 and 2005, respectively

Total assets

Liabilities and Shareholders’ Equity
CURR]%NT LIABILITIES:
Accounts payable
Payab:le to employees
Accrued payroll and benefits
iTotal current liabilities

SHAREHOLDERS’ EQUITY:
Comimon stock, no par; 100,000 shares authorized;

1,000 shares issued and outstanding

Retained earnings
Total sharcholders’ equity

Total liabilities and shareholders’ equity

|

f
|

2006 2005
|
i
$11,887 $ 15,043
1 46,597 38,676
I 380
158,484 54,099
|
l
|
l
J‘ 4,444 7,778
$62.928 $61,877
|
I
f$ 20 $ 3,897
{1,168 1,060
| 7.522 10,025
’ 8710 14,982
i
|
| 12,701 12,701
| 41,517 34,194
i 54218 46,895
I'$ 62,928 $ 61,877
|
|
l
|
j
\
j
|

|
!
|
|

The accompanying notes are an integral part of these statements.
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MILESTONE INVESTMENTS, INC.’

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005 | .
|
T
}
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of Business — Milestone [nvestments, Inc. (the Company) is a North Carolina
Corporatic:m. The Company is a broker-dealer registered with theiI Securities and Exchange
" Commission (SEC) and is a member of the National Association of Securities Dealers
(NASD). It provides mutual fund and variable annuity investment products to
predommately small and medium size employers in the southeastern and mid-western
areas of the United States that sponsor qualified retirement plansI and to individuals who
are ehgxble for distributions from such plans. In addition, it can prowde investment
advisory slervmes to employers sponsoring qualified retirement plans The Company is a
limited broker-dealer and does not receive funds for investment nor does it hold securities
for customers. Rather, all customer funds are delivered to, and secunues are held with,
either a mutual fund company broker-dealer or a variable annuity company broker-dealer.
|
Commlssmn Income — Commissions and related clearing expenges are recorded on a
trade-date basis as securities transactions occur. l

: ) [ .
Investment Advisory Income — Investment advisory fees are recognized as earned.

Receivables From Other Broker-Dealers — Receivables from other broker-dealers
represent commissions due for mutual fund and group and 1nd1\}1dual variable annuity
mvestmelnt transactions. No allowance has been provided on these receivables because
management believes all amounts are collectible. i

Capitalized Software Costs — Software license fees for software used internally are
Cﬂp]tallzed and amortized ratably over a useful life of three years Software amortization
was $3, 334 in 2006 and $2,222 in 2005, respectively.

Income Taxes — The Company is organized under Subchapter S of the Internal Revenue
Code whereby net income is taxed to the shareholders. Therefore, no provision for
income taxes is recognized on the financial statements. !

Statements of Cash Flows — For purposes of the Statements of Cash Flows, the Company
has deﬁ?ed cash equivalents as highly liquid investments, w1th original maturities of less
than ninety days. |

Use of Estimates ~ The preparation of financial statements in conformlty with generally
accepted accounting principles requires management to make estlmates and assumptions

that affect the reported amounts of assets and liabilities and dlsclosure of contingencies at
|

i
|
!
|
I
|
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the date of the financial statements and the reported amounts of revenues and expenses

during the|reporting periods. Accordingly, actual results could differ from those
estimates. :

2. RESERVE REQUIREMENTS: i

|

The Company is not obligated to report under SEC Rule 15¢3-3 !since, as a limited
broker-dealer, its transactions are limited to the sale and redemption of redeemable
securities of registered investment companies or of interests or plamcxpanons in insurance
company separate or general accounts. In addition, the Company transmits all funds and
delivers all securities received in connection with its activities as a broker-dealer and does
not othervlwse hold funds or securities for, or owe money or securities to, customers. As
such, the Company meets the exemptive requirements under SEC Rule 15¢3- 3(k)( 1).

T herefore!, the Company does not have a reserve requirement no?r does it have any
information relating to the possession or control requirement uml‘ier Rule 15¢3-3.

|
3. MINIMUM NET CAPITAL: f

The Company is subject to the Securities and Exchange Commi'ssion Uniform Net
Capital Rule (Rule 15¢3-1) which requires the maintenance of mmlmum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 8 to 1. At December 31, 2006, the Company had net capltal of $49,774, which is
$44,774 i in excess of its required net capital of $5,000. The ratlo of aggregate
indebtedness to net capital was 0.17 to 1.00 at December 31, 2006.

|
I
I
I

4. RELATED PARTY:

I

The Cmnpany shares office space and certain administrative overhead with a related
company. In accordance with terms of an agreement reached w1th the related company,
the Company paid. approxnmately $452,164 and $£359,229 in 2006 and 2005, respectlvely
for these[services. ’

|
|




|
|
| SCHEDULE I
MILESTONE INVESTMENTS, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31, 2006 ’
|
|
Net Capital !
Shareholders’ equity | - $54218
Deductior%ls and/or charges: i
Nonallowable assets -
Capitalized software costs, net of accumulated |
amortization [ (4,444)
Net capital | 549,774
|
|
Aggregate indebtedness i
Items included in the statement of financial condition: #
Liabilities .‘ $8,710
Total agg’regate indebtedness ] $8,710
I
Computation of Basic Net Capital Requirement
Minimum net capital requirement { $ 5,000
Ratio: Aégregatc indebtedness to net capital ‘ 0.17 to 1.00
|
Reconciliation with Company’s computation (included in Part 11A
of Form X-17A-5 as of December 31, 2000)
Net capitlal, as reported in Company’s Part I1A (unaudited) FOCUS
report | $ 49,774
Net audit adjustments ---
$49,774

N
Net capital per above




’ . SCHEDULE I

I
|

MILESTONE INVESTMENTS, INC.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2006 ]

|

The Company is exempt from the reserve requirements and the }gossession and control
requireme;nts under Rule 15¢3-3 as of December 31, 2006 since the Company is in
compliance with the exemptive provisions of Rule 15¢3 -_3(1;)(1).1 -




James Mason, CPA, PC.

CERTIFIED PUBLIC ACCOUNTANTS

224 WESTINGHOUSE BOULEVARD, SUITE 608
CHARLOTTE, NORTH CAROLINA 28273
PHONE (704) 588-4002
Fax (704) 588-7673

|
INDEPENDENT AUDITORS® REPORT

Board oleirectors
Milestone Investments, Inc.:

In planning and performing our audit of the financial statements of Milestone Investment,
Inc. (the Company), as of and for the year ended December 31, 2006, in accordance with
auditing standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting (internal control) as a basis for
dcsignino our auditing procedures for the purpose of expressing our opinion on the
financial " statements but not for the purpose of expressing an opinion on the effectiveness
of the Company s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we have made a study of the practices and procedures followed by the Company
1nclud1ng consideration of control activities for safeguarding securities. This study
included tests of such practices and procedures that we considered relevant to the
objecuves stated in rule 17a-5(g) in making the periodic computatlons of aggregate
mdcbtcdn(.ss (or aggregate debits) and net capital under rule 17a-3(a)(11) and for
determmmg: compliance with the exemptive provisions of rule 15¢3-3. Because the
Company does not carry securities accounts for customers or pcrform custodial functions
relating to customer securities, wé did not review the practices and procedures followed
by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation differences required by rule 17a-13

2. Complying, with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System i

The maragement of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulﬁlhngt this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices




and procedures can be expected to achieve the SEC’s above-mentioned objecuves. Two
of the objelctwes of internal control and the practices and procedu‘res are to provide
management with reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorlzed use or
disposition and that transactions are executed in accordance w1thlmanagement 8
authorlza'uon and recorded properly to permit the preparation of financial statements in
conformxty with generally accepted accounting principles. Rule 1|7a-5(g) lists additional
objectives 'of the practices and procedures listed in the preceding paragraph.

!

Because of inherent limitations in internal control and the practlces and procedures
referred to; above error or fraud may occur and not be detected. Also projection of any
evaluatlon!of them to future periods is subject to the risk that they may become
“inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate.

¢

A control idcj:c:emy exists when the design or operation of a control does not allow
management or employees, in the normal course of performing thelr assigned functions,
to prevent|or detect misstatements on a timely basis. A signifi Seant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s
ability to initiate, authorize, record, process, or report financial data reliably in accordance
with genezlﬂa]ly accepted accounting principles such that there 1s more than a remote
llkehhoodf that a misstatement of the entity’s financial statementsj that is more than
inconsequential will not be prevented or detected by the entity’s Iintemal control.

A mater zall weakness is a significant deficiency, or combination of significant
deficiencics, that results in more than a remote likelihood that a malenal misstatement of
the ﬁnanmal statements will not be prevented or detected by the ientlty s internal control.

Our consideration of internal control was for the limited purposeI described in the first and
second palragraphs and would not necessarily identify all deﬁmerllcxes in internal control
that mlght be material weaknesses. We did not identify any deﬁmenmes in internal
control and control activities for safeguarding securities that we consider to be material
_weaknesses, as defined above. J

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of ]934 and related regulations,
and that plracuccs and procedures that do not accomplish such oojectlves in all material
respects indicate a material inadequacy for such purposes. Basecli on this understanding
and on ou:r study, we believe that the Company’s practices and procedures as described
in the second paragraph of this report, were adequate at December 31, 2006, to meet the
SEC’s objectives. |

I
This report is intended solely for the information and use of the Board of Directors,
manag,em'ent the SEC, the NASD, and other regulatory agenmes that rely on rule 17a
5(g) under the Securities Exchange Act of 1934 in their regulatlon of registered brokers
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and dealers, and is not intended to be and should not be used by anyone other than these

specified pérties.

January 16/} 2007

Misaon L, P.C.
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